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In the seven months for which there is data following legalization of recreational marijuana in Colorado, the total
number of patients who possessed a valid medical marijuana card rose from just over 111,000 to a high of 116,000
and then fell back to just below 112,000. It is too early to identify long term trends in the Colorado market as they
relate to tax avoidance and diversion; the data is open to interpretation. See Figure 4.

Figure 4. Colorado Medical Cardholders as of July 31, 2014
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Source: Data from the Colorado Department of Public Health & Environment.

To minimize diversion and tax avoidance, BRFS recommends a low overall tax rate and narrow difference between
the tax rate for recreational and medical marijuana. We also recommend keeping the rates in rough parity with
adjacent jurisdictions. These measures, if adopted, should help to mitigate diversion/tax avoidance from the
recreational to the black and medical markets. Figure 5 estimates the cumulative impact of the state excise and
local sales taxes as they relate to possible pricing (assuming retailers pass the entire burden to buyers).

Figure 5. Estimated Post-Tax Cost of Marijuana in Portland

S 1 N ",“{1‘;2;’"" Medical (5%)
Estimated Black Market Base Cost of One Ounce $177.00 $177.00
Estimated Average Oregon Excise Tax $28.00 $0.00
Portland Tax (10%/5%) $20.50 $8.85
Total $225.50 $185.85
Cumulative Increase Over Black Market 21% 5%
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Estimated Costs of Regulation and Taxation

Figure 6 details tentative bureau budgets related to marijuana regulation and taxation. These estimates are subject
to change as regulatory requirements are developed.

Figure 6. Estimated Costs of Administering Marijuana Regulations and Taxation

BRFS/Revenue Division

$150,000

$280,000

1.25 FTE; tax collection and audit
Development Services/Fire $150,000 1.0 FTE; safety inspections
Neighborhood Involvement $50,000 $345,000 | 2.5 FTE; notification and enforcement of regulatory function
Police Bureau $150,000 | 1.0 FTE; investigations
Total $200,000 $925,000
Conclusion

BRFS recommends implementing a sales tax of 10% on recreational and 5% on medical marijuana sales.
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Appendix A. Recreational and Medical Marijuana Taxation as of October 6, 2014

Cornelius, Oregon

10% of gross sales

0% of gross sales

Forest Grove, Oregon

10% of gross sales

0% of gross sales

Happy Valley, Oregon

10% of gross sales

0% of gross sales

Hillsboro, Oregon

10% of gross sales

0% of gross sales

Ashland, Oregon

10% of gross sales

5% of gross sales

Central Point, Oregon

10% of gross sales

5% of gross sales

Coquille, Oregon 10% of gross sales 5% of gross sales
Gearhart, Oregon 10% of gross sales 5% of gross sales
King City, Oregon 10% of gross sales 5% of gross sales
Lake Oswego, Oregon 10% of gross sales 5% of gross sales
Milwaukie, Oregon 10% of gross sales 5% of gross sales

Tigard, Oregon

10% of gross sales

5% of gross sales

West Linn, Oregon

10% of gross sales

5% of gross sales

Wilsonville, Oregon

12% of gross sales

7.5% of gross sales

Scappoose, Oregon

20% of gross sales

10% of gross sales

Seaside, Oregon

Ordinance to tax passed. No rate set,

Ordinance to tax passed. No rate set.

Tualatin, Oregon

Ordinance to tax passed. No rate set.

Ordinance to tax passed. No rate set.

Dayton, Oregon

Considering 10% of gross sales

Considering 0% of gross sales

Klamath Falls, Oregon

Considering 10% of gross sales

Considering 5% of gross sales

Nehalem, Oregon

Considering 10% of gross sales

Considering 5% of gross sales

Newberg, Oregon

Considering 10% of gross sales

Considering 5% of gross sales

Rogue River, Oregon

Considering 10% of gross sales

Considering 5% of gross sales

La Grande, Oregon

Considering 25% of gross sales

Considering 0% of gross sales

Medford, Oregon

Considering 6-18%

Eugene, Oregon

Considering a tax. No details yet.

Considering a tax. No detalils yet.

Springfield, Oregon

Considering a tax. No details yet.

Considering a tax. No details yet,

St. Helens, Oregon

Considering a tax. No details yet.

Considering a tax. No details yet.

State of Washington 31.971 % of gross sales * 6.971 % of gross sales *
State of Oregon $5 - §35 $0

State of Colorado 27.9% of gross sales *** 2.9% of gross sales
Boulder, Colorado 12.06% 1o 14.12% **** 3.56% t0 7.12%
Seattle, Washington 215% of gross sales ™ .215% of gross sales ****

Includes 0.471% B&O tax, 6.5% retail sales and use tax and a 25% excise tax plus any local sales taxes. No

excise tax is due for medical marijuana sales.

ok

Tax is imposed upon marijuana producers at the rate of $35 per ounce on all marijuana flowers, $10 per ounce

on all marijuana leaves, $5 per immature marijuana plant.

Includes 10% state marijuana tax, 2.9% state sales tax and a 15% excise plus any local sales taxes. No state

marijuana tax or excise tax is due for medical marijuana sales.

Fh Kk

Recreational cultivation facilities incur a 5% excise tax and a 7.06% use tax. Recreational retail locations incur a
7.06% use tax and a 7.06% sales tax. Medical cultivation facilities incur a 3.56% use tax. Medical retail
locations incur a 3.56% use tax and a 3.56% sales tax. Sales tax is paid on the retail sales amount charged to
the customer. Use tax is paid on the cost of assets and expenses of the business. Excise tax is paid on the
amount calculated on the weight or number of plants multiplied by the value set. $1,876 per pound for
budfflower, $296 per pound for trim, $9 per plant per immature plant.

HRERR

Only liable for the Business License Tax. Tax is only due if annual taxable gross revenue is $100,000 or more.
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